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LAKES O1L N.L.

Quarterly Activities Report for the three
months ended 30 June 2007

QUARTERLY ACTIVITIES REPORT FOR
THE THREE MONTHS ENDED 30 JUNE 2007

CORPORATE DEVELOPMENTS

Previously, Lakes Oil N.L. announced that Lakes Oil N.L. and PetroHunter Energy
Corporation of Denver, Colorado had signed an agreement under which they will jointly
develop Lakes Oil N.L's onshore petroleum prospects in the Gippsland and Otway Basins
in Victoria, Australia.

Unfortunately, the agreement between Lakes Oil N.L. and PetroHunter was terminated by
Lakes Oil N.L. as settlement was not effected by the due date, which was 20 May, 2007. If
Lakes Oil N.L. had granted a time extension, PetroHunter would have been given a free carry
through the drilling of the Boola Boola-2 well. Lakes Oil N.L. did not extend the agreed
settlement date and terminated the agreement with the possibility of future renegotiation.

| ONSHORE GIPPSLAND BASIN |

Q

PRL 2 - Onshore, Victoria

(Lakes Oil Group, Operator: 100% interest of overall permit. (Trifon Block — Lakes Oil
Group, Operator: 50% Jarden Corporation Australia Pty. Ltd. 50%) Roma Petroleum
NL has a 5% over-riding royalty)

Work has commenced on the commercialisation plan for the Wombat field together
with planning and prioritising of Year One permit obligations.

PRL 3 - Onshore, Victoria
(Lakes Oil Group, Operator: 100% interest)

Planning has begun with the view to re-enter or re-drill the Hunters Lane-1 well to
test and evaluate the heavy oil productivity potential. Testing will involve extraction
of the oil from the well and offsite processing to determine the effectiveness of
separation technologies available.

PEP 158 — Onshore, Victoria
(Lakes Oil Group, Operator: 100% interest)

Despite hydrocarbon significant finds elsewhere in the Gippsland Basin, the western end
of the Seaspray Depression in PEP 158 has been relatively sparsely explored for
hydrocarbons. Re-evaluation of well data using new technology together with results from
coal drilling by the SECV in the 1980’s in the southern portion of the permit area has led to
the mapping of two drillable Strzelecki tight gas prospects, Alberton-1 and Napier High-1.

Both wells will be drilled to approximately 1,000 metres. Drilling of the Alberton-1 well
commenced on 17 July 2007.

A retention lease application was submitted over this permit in the last quarter, which will

be evaluated by the Department of Primary Industries following the drilling and
evaluation of these two wells.
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| ONSHORE GIPPSLAND BASIN (continued) |

o PEP 166 — Onshore, Victoria
(Lakes Oil Group: 75% interest; Operator: Lakes Oil N.L.)

By the drilling of the Hazelwood-2 and Boola Boola-2 wells Lakes Oil N.L. has now
earned an additional 25% equity in the permit, taking its interest to 75% and reducing
our joint venture partners, AusAm Resources Limited interest to 25%.

Dilling Results

Two exploration targets, Hazelwood-1 and Boola Boola-2 were drilled during this
period in the north-western part of PEP 166 to evaluate the hydrocarbon potential of
the basal Strzelecki Group along the northern margins of the onshore Gippsland
Basin.

Results from these two wells have presented a new picture of the Strzelecki Group,
which has not been encountered before in any of our permits. Preliminary indications
from both wells suggest that:

1. potential source rocks in the wells, which are located close to major faults along
the northern margin of the Gippsland Basin, have been subjected to high heat
flow during maturation phase of the sequence and

2. reservoir rocks at these locations are less well developed than at any other
locations where we have encountered the Strzelecki Group.

Full evaluation of the results of the wells will be undertaken to better understand the
geological and structural history in this region.

Hazelwood-1 well

Stage 2 of the Hazelwood-1 well was drilled using the large Century #11 rig which
commenced operations on 25 March at 288 metres depth. (KB). The well continued to
a total depth of 2,081 metres, which was reached on 30 April 2007. The well was
logged plugged and abandoned. The well was unable to drill to basal part of the
Strzelecki Group due to drilling difficulties associated with high deviations in the lower
part of the hole.

The top of the Strzelecki Group in Hazelwood-1 was encountered at around 557
metres (KB) below interbedded sandstones, coals and volcanics of the overlying
Latrobe Group. The Strzelecki Group was unusually shaley and consisted of about
1,220 metres of dominantly claystones, shales interbedded with thin felspathic
sandstones and minor coals towards the base. Minor methane and ethane readings
were recorded throughout this sequence.

At around 1,820 metres, organic-rich shale with interbedded black coals measuring
260 metres thickness was encountered and a 3 metre core was cut for analysis. .
Continuous methane and ethane gas were recorded throughout this section.
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ONSHORE GIPPSLAND BASIN (continued) ‘

Boola Boola-2 well

Boola Boola-2 was drilled in June and early July 2007 with the Century #11 rig after
completion of Hazelwood-1. The well was designed to test a fault closure against the
Tyers Basement Ridge occurring between the known outcrops of the Rintouls Creek
Sandstone and the Tyers Conglomerate, which lie at the base of the Strzelecki Group.

The well intersected the Strzelecki Group at around 555m (KB), below Tertiary brown
coals, sandstones and minor dolomites. The Strzelecki lithology consisted of
predominantly claystone/shale dominated sequence interbedded with very fine, tight,
siliceous sandstone similar to the lower section intersected in Hazelwood-1.
Background gas readings of up to 0.1 units (C1 100%) were recorded.

The well reached a total depth of 1,887 metres (KB) but was plugged back to 1,715
metres, because the drilling string became stuck due to lack of fuel and problems
associated with hole stability. The lower section of the drilling "string" was severed
enabling logging to be run and side wall cores to be cut. As a consequence, the
target at the base of the Strzelecki Group was not able to be reached. Following
logging down to 1,715 metres, the well was left to allow for possible later re-entry and
diversion around the blocked zone. Full evaluation of all data will be undertaken.

Greenearth Energy Limited who holds the geothermal lease over this area and has
agreed to carry some of the deepening, coring and logging costs.

OFFSHORE GIPPSLAND BASIN

o VIC/P47 (GILBERT BLOCK) - Offshore, Victoria

(Lakes Oil Group: 26% interest; Operator: Bass Strait Oil Company Ltd)

No further exploration was conducted during this period.

o VIC/P40 (V) - Nearshore, Victoria

(Lakes Oil Group - 39.2%; Operator: Lakes Oil N.L.)

This permit was surrendered in May 2007 following completion of the third year
commitments.

| ONSHORE OTWAY BASIN, SOUTH AUSTRALIA |

Q

PEL 57 — Onshore, South Australia
(Lakes Oil Group: 90% interest; Operator: Lakes Oil N.L.)

Re-interpretation of seismic and geological mapping in the southeast of the block near
the South Australia/Victoria border continued. The permit has been suspended and
extended for one year due to uncertainties connected with rig availability in the short
term.
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’ ONSHORE OTWAY BASIN, VICTORIA ‘

o PEP 163 — Onshore, Victoria
(Lakes Oil Group: 50% interest; Operator: Lakes Oil N.L.)

The 2006 seismic survey data has been interpreted and submitted to the joint venture.
Several potential prospects in the Lower Cretaceous Eumeralla Formation have been
mapped. The permit ends its first term in mid-July 2007 requiring a 50%
relinquishment. Work is currently underway to determine the work program and area
for Term 2.

o PEP 164 - Onshore, Victoria
(Lakes Oil Group, Operator: 100% interest)

The 2006 seismic survey data has been interpreted identifying potential drilling targets in
the Lower Cretaceous Eumeralla Formation in this permit. Several potential prospects
in the Lower Cretaceous Eumeralla Formation are being evaluated utilising all seismic
and well data in the area.

| EROMANGA BASIN - Queensland |

o ATP 560P — MclVOR BLOCK - Onshore, Queensland
(Lakes Oil Group: 50% interest; Operator: Victoria Petroleum N.L.)

There was no activity undertaken on this permit during the period.

o ATP 560P —- UELEVEN BLOCK - Onshore, Queensland
(Lakes Oil Group: 25% interest; Operator: Icon Oil N.L.)

There was no activity undertaken on this permit during the period.

ONSHORE USA - San Joaquin Basin California

o EAGLE PROSPECT - Onshore, California, U.S.A.
(Lakes Oil Group: 15% working interest; Operator: Victoria Petroleum N.L.)

No further activity has taken place on this prospect.

Signed on behalf of Lakes Oil N.L.

\ .

Ingrid Campbell — Chief Geologist Dated 23 July 2007
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Appendix 5B - Lakes Oil N.L. (LKO)
Mining exploration entity quarterly report — 30 June 2007

77 Options Exercise price Expiry date
Directors 19,500,000 7.14 cents 17 November 2009
25,500,000 ) 5 cents 17 November 2009
Staff 3,400,000 7.14 cents 17 November 2009
12,350,000 3 cents 17 November 2009
6,000,000 5 cents 17 November 2009
Third parties 4,500,000 7.14 cents 17 November 2009
19,500,000 5 cents 17 November 2009
__ 500,000 3 cents 17 November 2009
TOTAL 91,250,000
7.8 Issued during the
quarter - - . .
7.9 Exercised during
the quarter 4,406,003 - $0.018 2 June 2007
7.10  Expired during
the quarter 14,038,444 - $0.018 2 June 2007
711 Debentures
(totals only) B :
7.12  Unsecured

notes (totals
only)

Compliance statement

This statement has been prepared under accounting policies which comply with
accounting standards as defined in the Corporations Law or other standards acceptable to

This statement does give a true and fair view of the matters disclosed.

1
ASX (see note 4).
2
Sign here:  ° dizeclind G EL T
Company Secretary
Print name: Raymond South
Notes
1

Date: 24 July 2007

The quarterly report provides a basis for informing the market how the entity’s activities
have been financed for the past quarter and the effect on its cash position. An entity
wanting to disclose additional information is encouraged to do so, in a note or notes
attached to this report.
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The “Nature of interest” (items 6.1 and 6.2) includes options in respect of interests in
mining tenements acquired, exercised or lapsed during the reporting period. If the entity
is involved in a joint venture agreement and there are conditions precedent which will
change its percentage interest in a mining tenement, it should disclose the change of
percentage interest and conditions precedent in the list required for items 6.1 and 6.2.

Issued and quoted securities The issue price and amount paid up is not required in items
7.1 and 7.3 for fully paid securities.

The definitions in, and provisions of, AASB 1022; Accounting for Extractive Industries
and AASB 1026: Statement of Cash Flows apply to this report.

Accounting Standards ASX will accept, for example, the use of International
Accounting Standards for foreign entities. If the standards used do not address a topic,
the Australian standard on that topic (if any) must be complies with.





